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REGION 1 MONTHLY HIGHLIGHTS 


JULY 1993 


Section 11 


VOLUME 

Month 

YTD 

% Change YTD 

Marlboro 

1,665 

12,411 

-13 

Premium 

2,264 

17,184 

-16 

Discount 

488 

3,607 

3 

Basic 

205 

1,366 

100 


XI. PMU.S.A. BRANDS 
A. New Products 
Section 12 
BASIC 

S/R's are refocusing their efforts to build distribution. The additional resources recently made available 
for Basic will help maintain the "momentum". Suggestions have been mentioned regarding the brand at 
wholesale; could we request an SBO for Basic (T-shirts/lighter) to help with rapid distribution and build 
the Wholesale Masters 40% rule at the account? This would also help overcome the "FVB" issue of 
replacing our private label brands with Basic. This segment is so competitive that some wholesalers 
with our private label brands perceive that we are competing with them for the low end business. For 
example, wholesalers with strong FVB sales, such as Herkimer and Gray's Wholesale, believe that our 
commitment to Basic will affect their Knights and Eagle sales. With our PRP announcement their 
sentiment will most likely amplify. Our response will remain that the consumer needs will be met as we 
try to satisfy demand with supply. 

An example of empowerment is the "Meet the Competition" program. Within 10 days, 29,000 cartons of 
Basic had been sold at a cost of $24,000 in 31 IRC accounts. As soon as research on incremental sales is 
known, it will be forwarded. However, in some of these cases, the Basic price was lowered to reach 
Pyramid's or Prime's lower promotional price. Immediately RJR responded in the highest volume calls 
by matching our lowest prices, so they would still be considered the lowest. We are still supporting the 
Meet the Competition Program, but because our sales are 20-26% of Monarch, the question is "Who can 
last the longest?" SR's are requesting that we continue this flexible program to regain a strong share of 
the Deep Discount Category. Once we achieve our expected 40% share, brand loyalty should alleviate 
some of the pressure for discounts. In stores where Basic sales are solid (50- 80%), Monarch and GPC 
are being sold as a B1G1F. 

Section 13, _ _ 


Our Basic initiative has resulted in a 76% distribution, currently. We anticipate continued improvement 
when the July figures are finalized. Basic distribution levels continue to rise as well as the demand for 
the product. * £ 
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Basic FuH Flavor Menthol 

Section 11 


The Basic "Sales Pitch" presentation materials were excellent and are currently being utilized by all 
Section personnel to obtain distribution objectives of 85% by September, 1993. All direct accounts have 
been presented both menthol packings. Sales Representatives are currently working this brand at retail 
via pre-books and van stock. The "Basic Stuff promotion has been well received at retail. Several key 
holdout accounts are currently reconsidering their position on accepting this brand based on our new 
marketing strategies. 


B&H KINGS 
Section 13 

B&H Kings are still moving slowly. 2/1 product will be utilized to fill distribution gaps and to stimulate 
sales. The B&H 2/1's are moving well in supermarkets, convenience stores and conv/gas outlets. There 
is still a problem at A&P with not receiving Special Kings when it is ordered. The B&H Kings buy 2 
packs get a free tank top is doing better than expected. 


Section 14 

Sales YTD - 23 million units 

Sales Force is reporting that stock at retail is close to expiration date. Return goods of these packings is 
expected to escalate. The distributor SBO tank top program has generated little movement in western 
Pennsylvania. The announcement that B&H Special Kings will remain $4 below the price of premium 
brands after the price reduction program for at least the balance of 93 should spark new interest, 
especially in the inner city accounts. The cost of a carton of B&H Special Kings will be cheaper than a 
carton of Basic. This should also help increase sales in western Pennsylvania where price value brands 
have dominated retail sales. 


B. PREMIUM 
Price Reduction Program 
Section 12 

Initial trade response to the Philip Morris action of reducing list price was favorable and overall remains 
so at the majority of retail and direct customers. The announcement and communication of the PRP was 
done in an effective, methodical manner thereby eliminating customer queries while adding FSF 
credibility by showing the trade that we "have it together". Direct customers and chain headquarter 
-personnel have expressed-^thetr appreciation of hearing of the PRP'from our personnel. SR simultaneous” 
learning of the PRP coupled with PM Manager telephone contact minimized customer confusion and as 
a result calls from retail, chain and direct customers to local sales offices were nonexistent. 
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Section 14 


Wholesale Accounts 

Reaction among members of the wholesale trade to the Price Reduction Program has been less than 
favorable. Direct wholesalers are deeply concerned about how they are going to make up for lost profits. 
They estimate that as a result of this pricing action profits will decline an average of 30%. There is a 
rumor among the trade that NCC out of Baltimore is in a serious financial bind because they are still so 
highly leveraged. As with MLP, distributors are fielding numerous calls from their retailers regarding 
price protection at retail. Most distributors have discontinued acceptance of returned goods from retailers 
until August 9. Distributors should be notified that the week of August 9 will be an extremely heavy 
buying week at retail as a result of inventory reductions currently taking effect. Finally, on a positive 
note, Tom Baseshore from Stomel noted that wholesalers have been "subsidized" for so long that many 
do not understand that doing business well means running efficiently and providing value added services 
to your customers. 

Retail Chain Accounts 

Retailers are generally positive about the pricing action because they think the new two tier structure will 
streamline procedures for store personnel and cause less confusion for consumers. They are, however, 
not happy with our Bonus Participation Program. For example, Super Fresh has a "bonus payment" 
which covers 181 cartons per store. We concluded that the payment would cover inventory on their 
package fixtures. This does not include inventory currently on their carton fixtures. There will be a 
serious OOS situation at retail. Many retail accounts have suspended all ordering until August 9. 


Marlboro Leadership Program 

Section 12 

MLP Pre-Con Product 

Problems caused by large quantities of MLP stickered product in both Richmond and local public 
warehouses may have been solved by the PRP program. Since the price of Marlboro will be reduced 
after 8/8/93, we can utilize stickered product as a consumer reminder of Marlboro being reduced in 
price. 

Our timing of the release of the stickered product to direct accounts at this time was a bit early as it 
should have been held until 8/9/93 to coincide with PRP's kickoff. Recommend that we instruct our 
direct accounts to hold this product in inventory until 8/9/93 and then place it in inventory (LIFO) so 
that it provides us with a synergistic effect (product and program). 

Other Notes 

• Some stores in Vermont report that smaller retail stores appear to be purchasing Marlboro from lower- 

priced retailers instead of distributors. By doing so, they were trying to receive two discounts by again 
charging us for the product that was resold. However, such incidences are small and are being corrected 
as soon as discovered. ---- - - 

• Larger volume accounts with access to Mega or Flex funds have increased the discount by $1 in order 
to attract more business for special sales or store grand openings. 

• MLP Extension POS has finally arriyed for placements. 

• A mail d r op in May of $4 Marlboro coupons allowed some retailers to get $8 to $9 off a carton of 
Marlboros at some retail outlets. Suggestions are that either our program stipulates or coupons be 
marked "not to be used in conjunction with any other-promotion." 
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Section 14 


The largest increase in Marlboro sales was experienced during weeks one and two of the program. After 
recording the initial jump, most accounts remained constant throughout the program or increased slightly 
as the weeks continued. 

The decision to use Midas invoicing to pay all independent accounts caused a tremendous backlog in 
payment to these accounts. Many irate customers called the Section office and the 800 number to voice 
their displeasure. This delay in payment caused financial difficulty for many of these accounts due to 
their limited cash flow'. The decision to resume the payment of non-workload accounts with flex checks 
was a partial solution because many of these accounts have the least amount of cash flow. Workload 
accounts that are not exceeding their predetermined budget should be allowed payment by flex checks. 

MLP has helped our menthol business with more recognition and requests for Marlboro Full Flavor 
Menthol. A number of Sales Reps have had retailers asking for it. This has happened in stores that 
typically sell Newport. Wholesale accounts are also reporting a substantial increase in orders for 
Marlboro Menthol. 

MLP has created some partnering with distributors and distribution; Trenton Tobacco is putting Marlboro 
on a separate invoice to help PM and MLP NSL is highlighting Marlboro on invoice. 


Section 11 

As the promotion winds down there is little doubt that this has been the most successful promotion ever 
run at retail. Marlboro sales increased and there is tremendous visibility for the brand. Most importantly, 
Marlboro is once again the center of everything happening in the industry. Everyone is talking about 
Marlboro and the competition is wondering what they can do to negate the gains we have made through 
MLP. 

The program is coming to a close and has generated an increase in business and a shift of business from 
the competition. Overall, budgets has been adequate for each territory, but individual accounts have 
exceeded their allocations. We have found that the stores that have lowered their prices below the 
buydown amounts and promoted this program have exceeded the most. The Reps have been monitoring 
these accounts closely and have all the appropriate documentation to support payments exceeding the set 
amounts. 

Feedback from retailers and Reps has indicated that the shift in buying has come from the lower priced 
brands with some coming from competitive full priced brands. Marlboro Menthol has shown a large 
increase in many accounts, and several have added this brand into distribution as a result of this program. 

MLP Tim ely Payments as an Emerging Concern 

Section 11 


It is important we tie up the loose ends neatly to strengthen our credibility and not give our competitors 
an opportunity to get the retailers going. Retailers feel we have changed the rules in the middle of the 
program with our Reps no longer being able to pay via flex checks. They believe they have followed 
their end of the agreement and we are holding back on our end. For some of the smaller stores the money 
we're paying for MLP is their profit s on Marlboro, which represents a good percentage of their weekly 
income. Our Reps are walking in after two or three-weeks to get figures, and then telling the retailers 
they have to copy their invoices and bring them back to their supervisor to be inputted into our payment 
system. They are telling the retailers it will take 4 to 5 business days, but the retailers are wary of this 
and are unhappy with the turn of events. 
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Section 12 


SRs report that keeping up with the payments on the program is easier for them when the Powerbook is 
used, and the increased use of this payment vehicle by an increasing number of SRs has slowed the 
turnaround time of the checks. Originally, a SR could expect a check in 4-5 days. Now 7 days is 
expected. Even so, the ease of the administrative burden has increased the call quality. However, 
managers are constantly utilizing the Powerbook to batch payments and this is becoming a time 
consuming activity for them. Possible P/T help could alleviate this. 

Payment administration issues with MLP, such as documentation requests, W-9 forms, local invoicing 
systems problems and general PM red tape has slowed the reimbursement to our accounts. A major 
issue that needs to be rectified is the tax ID problem. If an account does not have a W-9 on file in 
Richmond their payment is held up. This primarily affects the contingency call. We need to have the 1- 
800 service try to secure this at the onset and make sure the account understands the necessity of 
submitting this info. This will help to make sure the accounts are paid on a timely basis. When we ask 
for performance from our accounts the least we can do is perform ourselves. Right now our payment 
processes are not up to snuff. We'll be in contact with Region Finance in the near future to recommend 
and help develop a consistent payment and documentation process for account payments. 

MAI 

Section 12 

The effect of not having MAT Sweepstakes items (sleeping bags vs. certificate) in the store has lessened 
the retail impact of the Sweepstakes concept. Suggestions to satisfy future program material needs 
include securing suppliers that can satisfy needs beyond original program estimates and estimating 
quantities based on FSF surveys (not preferred). When consumers can see the prize, their awareness, 
interest, and excitement is upsurged. 

Marlboro Van Program 

Section 12 

MAI.Yan 

Again, results have been mixed. There are issues with responsibility, timeliness and process that have 
caused problems. This has been addressed with Powerforce and is limited. The plus is that results have 
been good! The Buffalo Market reported that the Van increased sales at a convenient store by 300%!! 
Advertising and an account-sponsored radio spot contributed to the success. The recent laminated card 
(advertising the give-away items) that was sent to the field is a great POS piece, however, the items 
pictured are not same as the items being given away. The items on the card are MAT items and the van 
has Billy items. 


£. A N APIAN 


Section II 

Sales Reps have been working the Players and Rothman packings in select territories. Retailers have 
been receptive to these brands, as have-.the Canadian tourists. Retailers have told us that while the 
Canadians are pleased to find Players available in "the States", the fact that Marlboro is available for 40 
or 500 off a pack has influenced their purchases. 
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One concern we have had is featuring the brand at retail, as we have not received any graphics for this 
brand. Retailers were very interested in placing a display but changed their minds when they saw the 
display. We were sent old BL 4 displays and they are a little too big when taking into consideration the 
contribution of Players to their overall cigarette business. 

The representatives from DuMaurier hit all the seasonal accounts and were quite successful in placing a 
small display "tree" that holds approximately 20 packs and is very unassuming. Although unassuming, it 
is on the counter and usually in a very nice location. The retailers were given $90.00 at the beginning of 
the summer and told that if the display was kept up they would be back next summer to renew the deal. 


C. DISCOUNT 
Section 14 

Sales YTD - 785 million units 

The new Basic program has made PM more competitive at retail. Distribution has increased significantly 
in all territories. Merchandising fixtures have been sold in and placed at retail to take full advantage of 
the program. However, GPC's consistent stickering, with changeable denomination stickering guns of 
$2.00 off cartons and 200 off packs is hurting Basic sales at retail. GPC's strategy is to be at least 100 
cheaper per carton in all carton outlets and to promote this difference with large price call-outs. PM is no 
longer the cheapest proposition at retail when this activity occurs or when the retailer carries a house 
brand Black and White. The addition of full flavor menthol packings will help us to regain some lost 
sales. 

RJR continues to buy down Monarch to be the lowest priced product in the store. They appear to have an 
unlimited budget for this activity. With the recent price tiers into Full Price and Discount, it remains to 
be seen what, if any, buydown activity continues on GPC and Monarch. At present, Basic is once again 
uncompetitive. 

With the recent price reduction a new focus will take place at retail. Cambridge, Alpine, Bristol and 
Bucks will take on added importance at retail and Basic will complement our renewed threat to "cheap 
cigs.". The question remains, however, given this new price initiative, is it necessary for an account to 
carry all PM branded generic products to satisfy consumer need. 

Famous Value Brand Highlights: Bronson sales at Wawa are strong. Sales YTD are 48.3 million units. 
The new merchandising fixtures have been placed and merchandised. SR's are increasing base orders 
with store managers to alleviate OOS situations. 

With PM's recent announcement of permanent price reductions, and the reduction in off-invoice 
allowance support, wholesalers with Private Label products will see a great profit reduction. Many may 
switch to one of the two new Liggett products. Best information at this time indicates Liggett will price 
these brands well below new pricing levels. 


Section 11 

Sales - YTD -1.051 Billion Units A 

Sales of FVB/Basic continue to grow rapidly due to favorable pricing. Our new Basic program to include 
national advertising and promotions Ifavors us vs. our competitors. Distribution continues to grow in all 
Districts. The new merchandising units on behalf of Basic features our Deep Discount brands 
prominently in the marketplace. The addition of full flavor menthol packings will be an asset as this 
allows us to become competitive with Premium Menthol competitive brands. 
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Cumberland Farms 

This chain has refused to accept Basic! 

We have presented the product with the additional 2nd quarter 750 off invoice allowance, gratis 
packages, display payments, our new marketing plans, and most recently with the incentive of the new 
pricing structures going into effect on 8/9/93. All would have delivered additional monies to 
Cumberland for brand acceptance. But the answer remains the same - NO! 

It will be difficult at best to gain Basic distribution in light of the fact that PM has currently no financial 
leverage with this chain. Being non-participants in Retail and Wholesale Masters, we have no hook to 
reel them into the boat. That, coupled with Cumberland's reduction in product SKU's and continual 
reduction inventory levels, presents quite a challenge. 

Our best strategy is to continue development of Basic in the markets where Cumberland operates and let 
marketplace pressures dictate their decision. We will continue to make Basic the primary topic at all 
appointments. 


in. COMPETITIVE ACTIVITY 
A. R,.T. REYNOLDS 
1. Promotions 

RJR reps are trying to get info about PRP. They had a meeting stating that because of PM they would 
not be getting a bonus. 

Winston 

- Winston $4.00 off and get free sports bag 30 ctn deal @ tobacco shops (13) 

- $4.00 off carton - reduced into direct accounts. Slow sales (14) 

- $4.00 on carton stickers, .400 on pack stickers (handwritten) are currently being placed by Reps and 
part-time personnel. Retailers are concerned that some packings will sell faster than others, and the Rep 
will not be in to sticker those that the consumers want. (11,14) 

- $1.50 off coupon on 3 packs (12,1314) 

- $1.00 off coupon on 2 packs (14) 

- T-shirt with 5 packs (14) 

- During the week of 7/25, RJR Reps began placing $6.00 and 600 coupons on cartons and packs to 
help move existing inventories (11,12,13) 

- B1G1F unlimited quantities until the end of the year (11,12) 

- Buy 3 packs get $1.20 off plus free State Fair Ticket (12) 

Winston Select 

- $2.00 off 2 packs on 30-unit @ supermarkets (13) 

- $ 1. 50 off 2 packs on - 3Q-unk - @ - conv/gas (13) - 

- Buy 5 packs, get 5 free 10-carton deal @ supermarkets. (12,13) 

- $4.00 off + $6.00 coupon store stock @ supermarkets. (12,13) 

- In NE Pennsylvania discounted by 500/pack, in some cases up to $1.00 (14) 

-2-for-l (12,14) „ 

- Prior to the announcement of the price roll back, they had told wholesalers that all Winston 
Select product coming in for the next 3 to 4 months'-will be BIG IF. (11) 
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- Originally had 400 coupons on packs, additional 600 coupons added increasing total discount to $1 at 
Fay's, Wegmans, Tops. May be single incident in Rochester, NY(12) 

- $6.00 off/ctn along with B1G1F and buy a canon, get half a canon free are being reported throughout 
the Section in all high-volume accounts. Wholesale reports they have inventory to run the program until 
September.(12) 

-$7.00 off on ctns reported in Vermont(12) 

Camel 

- Special Lights Free refillable brass lighter with 2-pack purchase (13,14) 

-B1G1F (12,13,14) 

- 500 coupons on packs of Camel Wides and Camel Special Lights (11) 

- T-shirt with the purchase of 4 packs (11,13) 

- Joe Camel can cooler with 3-pack purchase (11) 

- Retailers are receiving a set of Camel Joe Coasters (set of 4) when new Camel Joe POS 

is placed in a store (i.e. catalogs, change mats, etc.). Same philosophy as MAT Miles. (11) 

-$1.50 off 3 packs (13) 


Sale m 

- Box 2-for-l's (14) 

- Free lighter with two pack purchase (20 unit display) (14) 

- 500 off coupon on one pack (11,13,14) 

- $1.00 off coupon on two packs (11,14) 

- $1.50 off coupon on 3 packs (14) 

- $4.00 off carton sticker - same as Winston (11,14) 

- $5.00 off prepaid sticker (12,13,14) 

- Salem Gold 2/1's on 20 unit @ conv./gas (13) 

Sundance 

- Turkey Hill in Matamoras, PA reports that sale of Sundance is down 30-35% since MLP (14) 
Monarch 

- Being reduced to $9.99 in Dubois area (Rep out of NY) (14) 

-B1G1F (12,14) 

- Matching GPC with buydown to $1.10, 990 and $9.99 (14) 

- Wrapping product at retail with scotch tape to make B1G1F deals (11) 

- Being bought down to $1.15 in response to our Basic B2G1F (12) 

Magna 

- $5 on carton, prepaid stickers (14) 

- 350 pack coupons (14) 

- B1G1F(12) 

-Dcnti ---——-——--- 

- $3 - $4 off carton coupons (14) 

- buy down in Albany district to compete with Basic (12) 

- $5.00 in IRC accounts (12) 

- Doral $6.00 off carton on store stoGk (SHiquor. (13) 

- Doral $4.30,400, & 600 off pack on store stock @ supermarkets, conv/gas & liquor. (13) 

- Buy 3 packs get $1.50 off (12) 


2. Merchandising/Fixtures 
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3. Sales Force Activity 

Section 14 


Rumor: Robert Van Sickle (Division Manager, headquartered out of Willow Grove) is retiring at the end 
of June. This position is being eliminated and the employees will now report to the Division Manager 
out of the Reading area office. Reps authorized to buy down Doral, Magna and Sterling as necessary in 
each account to make these brands the lowest priced of the category in the store. $4.00/400 off Winston 
program is not having the expected impact at retail. Retailers consistently comment that sales have not 
increased on the brand. This promotion has been done so often by RJR that the excitement is non¬ 
existent. 

Section 11 

RJR Sales Force is scrambling to contact retailers to inform them they are not protecting any existing 
inventories. As retailers call the RJR office, they are being informed of this policy. Reynolds claims that 
PM stance is unethical by dictating prices to the retail trade. Retailer's viewpoint is that PM is offering 
them a choice. 


4. New Products 
Section 11 

Reynolds is introducing additional packings of Winston Select and all shipments of these packings are 
scheduled to be B1G1F for the next few months. 


5. Other 


B. BROWN & WILLIAMSON 
1. Promotions 

Viceroy 

-250-400 off packs and $2.50-$4.00 off carton on store stock @ all outlets. (11,13) 
Capri 

- B3G2 Free (14) 

- B1G1F on new 120's (11) 

- Umbrella with 2-pack purchase (11) 

M 

^ii5J3Q-a ff c a rton - on store stock @ supermark ets-(43)- 

- Buy 2 packs get free sunglasses on 20-unit. (13) 

- Buy 2 packs get free t-shirt on 20-unit @ conv/gas, drug and liquor (13) 

- $4.00 on carton coupon (12,14) 

- 500 off prck coupon (11,14) , 

- $5.00 off a carton at the IRC accounts (12) 

- $3.00 off in normal retail accounts, (50-ctn sell-in (-12) 
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GPC 150-250 pack sticker (no limit) @ convenience and drug stores. (13) 

- $2.00 and $3.00 on-carton coupons (14) 

- 200 pack coupons (14) 

- $5.00 monthly payment for counter mat (14) 

- Buydown on packs to $1.10 (14) 

- Paying for counter mats and banners (14) 

- Using flexible coupon budget/price gun to be lowest at retail (14) 

- 300 off coupon/stickers (11) 


2. Merchandising/Fixtures 
Section 11 

Retailers have been approached about a new floor display to be positioned next to the selling counter that 
will give the appearance of the display being an extension of the counter. This display will have shelves 
for carton incentives and loose packs. We have yet to see one at a retail store. 


3. Sales Force Activity 
Section 14 

GPC - new POS compares Marlboro price to theirs and has been effective, but that should end on 8/9. 
Section 11 

Major concentration is on the buydown of GPC. B&W Sales Force is trying to regain their competitive 
position by buying down GPC and informing retailers they will continue to coupon long term. 


4. New Products 


5. Other 


C. AMERICAN 
1. Promotions 
Carlton 

- $9.00 off carton ($3.00 coupon & $6.00 mail-in rebate for coupons). (13) 

Mistv ______ ____ 

- Direct mail to consumers includes free "Look Book" catalog with two pack UPC's, free pack coupon, 
B1G IF coupon, $ 1.00 off a carton or two packs coupon (14)'” 

- $1.00 off coupon on three packs (14X 

- $3.00 off on carton coupon with/bounceback for free "Look Book" (14) 

- 300 off pack coupons (14) 

- 500 off pack stickers on 40-unit display (13) 

- Displays being placed with various incentive items being given with a 2-pack purchase - Style 
Caps, pink bike hats, t-shirts and sunglasses (11) 

-$3.00 off carton (12) 
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Montclair 

- Buy one pack/get lighter - assembled at retail (14) 

- Buydown to $9.76 and $10.03 may be local Rep. (14) 

- B1G1F in Scranton area (12,14) 

- 500 off pack stickers (11,13) 

- $5.00 coupons (11,13) 

- 5O0/$5 off Montclair distributor program (12) 

Prime/Private Stock 

- $1.00 off carton plus normal rebate of up to $1.00 (14) 

- Rumored that Private Stock will continue to be below the "generic price tier" (11) 

- 200 off pack/$1.00 off carton at IRC accts.(12) 

Riviera 

- 500 off pack stickers (11) 

Section 11 

American will not be offering any retail program on behalf of PRP. Their circular says, "to ease the 
transition to the new prices...we offer the following suggestions: 

1. Consult your supplier for information on the new pricing. 

2. Manage your inventories and sell down to eliminate overstocks. 

3. Take an inventory on or about August 8, 1993. 

4. Continue to sell your product at the current price until you turn your inventory over. 

At that time reflect the new price. 

2. Merchandising/Fixtures 

Section 14 

Placing a price value springload pack/carton fixture at retail. 


3. Sales Forc e Activity 
Section 14 

Highlights: Product with two months shelf life remaining is being converted into BIG IF. 
Rumor has it they are cutting back on their part-time help. (12) 


Section 11 

Most of their in-store mission time is being spent couponing Old Gold as well as putting incentive 
promotions on behalf of Newport. 


UM John Hackett recently spoke with Paul Belletti who was promoted from Division Manager in Maine 
to Manager Trainer for the Northeast. What American has done is create a position that is dedicated to 
the further training of the field managers. He will spend three to four days with a manager going over 
new systems, how to be better organized, work on training technique, etc. He is with a different manager 
each week. If a SR is promoted to a management position, he will spend the first three to four weeks 
with Paul Belletti to get acquainted with the position; - 
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4. New Products 

5. Other 
Section 14 


ATC is opening a 'district' office in Scranton where 7 units will report. District will comprise NE 
Pennsylvania, Southern NY and Northern NJ. 


D. LIGGETT & MYERS 

1. Promotions 

They have raised their premium brand prices to the 100's level. They have not matched PRP. The theory 
to L&M's action is that they are assuming that retailers will not create a separate price tier for their 
brands, thus retaining a larger margin for themselves. This theory is supported by Brooke Group's poor 
economic condition - their high debt amount necessitates that they extract as much profit as possible to 
remain solvent. (12) 

Lark/Lark Lights 

- 600 off a pack sticker 40-deal @ convenience. (12,13) 

- 2 for 1 (didn't sell-extra .400 added) (14) 

Pyramid 

- $2.50-$3.00-$4.50 off carton (stickers & coupons) (14) 

- $4.00 off carton (stickers & coupons) (12,14) 

- .400 off pack coupon (14) 

- $9.99 a carton in high-volume accounts (14) 

- Pre-booking 90-120 cartons for $3.00 per carton promo, .990 per pack with sticker (14) 

Eve 

- $4.00 off on-carton coupons (14) 

- 400 off pack coupon (14) 


2. Merchandising/Fixtures 

3. Sales Force Activity 

4. New Products 

■Covington - New black & white - 7 packings to compete against Basic and Monarch. (12) 
Jasmine - Introduced to Lobells Candy as a low end private label entry. (12) 

Meridian presented to Uni-Mart, rejected. (Section 14) 

5. Other 
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E. LORILLARD 

l. Era m ot ions 


Newport 

- $3.00 off on-carton coupon (11,13,14) 

- Free sunglasses or cap with 2-pack purchase (11,13,14) 

- Buy 2 packs and get a free 6-pack cooler with Newport logo (40-unit floor/and 20-unit counter) 
No payment information is available. (11,12,13) 

- $4.00 coupons used to combat MLP(12) 

Kent 

Kent Slim Lts 750 off pack and $4.00 off carton @ all locations. (13) 

- $2.00 off on-carton coupon (14) 

St yle 

- 30-deal 300 off coupon @ convenience, drug an supermarket promo displays. (13) 

- $3.00 off on-carton coupon (13,14) 

True 

- $3.00 off carton on store stock @ supermarkets (13) 

- $2.00 off on-carton coupon (14) 

QkL G ol d 

- 500 off pack on 1-2 cartons @ drug (13) 

- 300 coupons on all packs (11,12) 

- Unsubstantiated reports indicate that Lorillard will not be offering any retail program on behalf of 
PRP but rather will use coupons to help "move out" old priced cigarettes at retail. (11) 


2. Merchandising/Fixtures 

3. Sales Force Activity 

4. New Products 

Section 11 

Harley Davidson: Rumor has it they are pleased with how it is performing in test markets and are 
considering expanding the introduction of the product into additional markets. 


5. Other 
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IV. CUSTOMER DEVELOPMENT 

Section 12 


Turning Stone Gambling Casino has opened in Oneida, NY. New York's first casino expects to 
employ 2,000 people by 9/93, becoming the area's largest employer. Turning Stone Smokeshop has 
been signed to Retail Masters. 

Section 13 

Village Shoprite 

Shop Rite merchandising plan was presented to buyer Herb Silverman on 6/23. Per Herb's agreement we 
will implement the proposed plan-o-gram in 16 of 20 stores. In each store Philip Morris will maintain the 
top shelves on the non-self-service carton fixtures. We will place store hour decals, shopping baskets & 
Marlboro clocks in each store. We will label each carton fixture using Wakefem order tags. The tags 
will be provided by Village. Our reps will label the fixtures during July & August 


Section U 


Price Reduction Progra m- Dairy Mart 

This program has caused many extremely serious problems, not only from a business standpoint but also 
on a relationship level. Dairy Mart, although they readily accepted the lower pricing concepts, is 
adamantly opposed to the Bonus Participation Program as it relates to inventory protection at retail. What 
compounds the issue is the on hand inventory levels of Marlboro on May 24, the start of MLP 1. Dairy 
Mart did a complete inventory on Marlboro on May 24, 1993, to determine the value on hand of the price 
reductions to be taken to participate in the program. It was their understanding that once the prices were 
returned to normal at the end of MLP 2 that those reductions would wash and no value would be lost. 
However, with the recent pricing actions announced by Philip Morris to take effect on 8/9/93, the 
inventory adjustment cannot be realized. Dairy Mart's financial exposure on that inventory is roughly 
$375,000.00 for their Corporate location. Needless to say, the meetings that SAM B. Finlan and NAM 
Mike Grande conducted were not "pretty". 

With the above situation as well as an inordinate amount of PM inventory on hand at store level in 
comparison to store volumes, Dairy mart stands to lose well in excess of over a half a million dollars on 
the value of their inventory and put a serious crimp on their profitability for the year. 

Needless to say that we had to bring this situation to the attention of the NYO. In discussions with upper 
management, Dairy Mart’s request for additional inventory protection, or at the least coverage of the 
initial Marlboro inventory, was turned down. This coupled with the decision of McLane not to accept 
any returns has put Dairy Mart in a dire financial situation. 

The Senior Management at Dairy Mart is totally irate, and it is going to take a very long time to mend 
these fences and be viewed f avo rably by this customer again. Veiled threats of non-participation in PM 
future programs were intimated, and if Dairy Mart decided to participate, any legally binding agreements 
would have to be drawn up prior to implementation. This could be their frustration showing at this point; 
it’s hard to tell. 


o 
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V. SECTI ON /REGIO N EVENT S 
District Events 


SAM Betsy Helsel and DAM Joan Stofko entertained the following customers at a black tie Gala for the 
Southern Alleghenies Museum of Art. 

Gateway Foods - Head Buyer - M/M Keith Black 

- Controller - M/M Dwight Lackner 
McAneny Brothers - Vice President - M/M Tom McAneny 
- Secretary/Treasurer - Joe McAneny 
Ashbridge Oil - Robyn Ashbridge - Vice President 

The event encompasses Westmoreland, Cambria, Blair and Huntingdon counties. Philip Morris was 
recognized for the support of the arts locally. Mrs. Steve Sheetz is on the board. 


VI. ORGANIZATION/PERSONNEL 
Section 14 

District 73 will conduct a complete redeployment of retail accounts, scheduled for implementation 
September 5th. This redeployment will reduce the workload for UM's and SR's. 


VII. MISCELLA NE OUS 
Section 12 

Pennsylvania Fair Trade Pricing 

Although PA. has had a fair trade pricing schedule for years, it sometimes has had difficulty in enforcing 
pricing differences for larger chains. On July 2nd, the Pennsylvania Association of Tobacco and Candy 
Distributors sent out a notice to all Pennsylvania Stampers on the new SB893 law in effect. It now will 
provide penalties up to $15,000 and a suspension or revocation of licenses if there is a second offense. 
A first offense calls for a minimum fine of $2500, and a possible suspension of licenses. All approvals 
for prices below the minimum must be in writing. 

New York State Tax/Auditing Department 

A S/R in Buffalo NY ran into a NYS tax agent who was doing retail auditing for violations of the 
stamping laws. It seems that the auditor has received increased calls about retailers buying bootleg 
product from the IRC's. The rep was given a 1-800 number to contact the state if any such product was 
found so they could follow up with an investigation. 

Cross-Sectional Comm unication 

Section 12 and Section 54 will be working on a joint project to improve cross-Sectional communications 
during major national initiatives. Once the process has been finalized, if will be presented and 
developed by NY and field personnel. 

PM Express 

Rob Huckfeldt attended the Unit meetings at the Cranbury warehouse to solicit comments and 
suggestions. No changes have resulted so far. Unit'13-31-00 sent a follow-up memo with suggestions on 
the Weekly Order Report. 
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REGION 2 MONTHLY HIGHLIGHTS 


JULY 1993 


L Volume (7 /3 0/9 3 ) 

Marlboro 
Premium 
Discount 
Famous Value 


n. P.M. USA BRANDS 
A. New Products 

Basic FF Menthol - Acceptance has been excellent, as there was already consumer 
demand for Basic FF Menthol. Unfortunately, with MLP and PRP, these packings have 
not received the attention needed. We will need to follow-up on distribution and 
visibility. 

In selected high menthol/high discount markets (i.e., Columbia and Greenville, SC), we 
need (1) A Special Basic FF Menthol Promotion and (2) An SBO for distribution, as 
many high menthol accounts are not in our workload. 

Basic FF Menthol presents a special opportunity in high menthol markets not only 
because of the new business potential but, also, because it allows us to compete with 
competitive full margin menthol brands directly. With our traditional menthol weakness, 
these brands are somewhat protected, as we do not have brands that compete with them 
effectively. 

B & H Special Kings - B & H Special Kings are selling almost nowhere. They have 
been difficult to sell even with $4 and BIG IF. There does not appear to be a future 
anywhere for them. We still have large inventories at wholesale and will be trying to 
move it to retail where it may now sell, because of our PRP. In many cases, however, 
because of inventory levels and dating, we will have to deal with it through returned 
goods. 

B. EulLMargin 

MLP - Although MLP continues to have a positive effect on Marlboro sales, its effect 
has become diluted with time. The novelty has worn off for both retailers and consumers, 
and it has become more difficult to sustain momentum. A particular problem is keeping 
POS up, as our competitors and other consumer products companies keep taking it down. 
It did succeed in regaining some Marlboro excitement and business and in slowing 
discount growth. It did not, however, do much versus the already strong deep discount 
bus-,ness, as the retail prices on these were generally reduced also, leaving the price gap 
virtually unchanged. < 
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Region 2 Monthly Highlights 


2 


PRP - The Price Reduction Program has been well received, overall. 

Our Wholesale Count was completed Friday and Saturday with minimal problems and all 
wholesale accounts have agreed to pass on our price reduction. Wholesale accounts 
appear to be keeping approximately 15 cents per carton to replace lost profits, i.e., 3-1/4% 
of net reduction. Although we are still compiling the information, it appears that the cost 
of our wholesale count in Region 2 will be approximately $25 million, 

This would translate to approximately 3 weeks total inventory. Most accounts managed 
their inventories well and minimized returns from retail, but some (particularly McLane 
and Eli Witt) did have large amounts of returns that were placed back into inventories and 
were counted. 

Approximately 80-85% of all retail accounts have agreed to pass through our price 
reduction fully. Most are doing so today (8/9), with a few doing so 8/16. Almost all 
accounts are maintaining competitive prices at pre-PRP levels until inventories are 
reduced, giving us 2-4 weeks with a competitive advantage. Major accounts not 
participating in immediate price reduction are Bruno's/Big B Drug, Eckerd Drug, 
Walgreen, Kroger/Atlanta, and Publix/Lakeland, all due to heavy inventory levels. 

Retail audits this morning (8/9) reveal no POS announcing the PRP being placed by 
retailers, as well as considerable confusion about the PRP. We have all of our retail, and 
part-time, people focusing on coverage to get our prices down, and POS announcing it 
up, ASAP. 

Competitive response to PRP has been minimal. In some retail accounts, RJR gave full 
inventory protection by buying down their brands. In others, they did so only on Doral. 
In others, they did nothing. Some reports have been received about new buy-down on 
GPC, but these are scattered and inconsistent. 

C. Price Value 

Basic - The buy-down and B1G1F offers, which we have had recently, helped us to gain 
new distribution and to protect/grow Basic’s volume and share. We"continue to need a 
process to meet competition on a market and/or account basis. Our competition 
continues to use buy-downs selectively, and where they do this, we are suddenly 
disadvantaged and are currently unable to react. So long as our competition knows what 
we will do, I believe that they will continue. 

Cambridge/Alpine - Although everyone is happy about having no coupons, there is also 
concern that if competitors continue to price promote heavily sales will drop drastically. 

Bristol - Sales -are poor, and this brand is dying a slow death. 

Th- Famous Value Brands - 

FVB brands are currently non-competitive with RJR, ATC, and L & M brands. Private 
Stock, Eagle, and USA have all recently gained distribution and sales. 

E. Specialty Brands 

£ 

Nothing to report. 
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Region 2 Monthly Highlights 


3 


HI. COMPETITIVE ACTIVITY 

A. R. .T. Reynolds 

1. Promotions - Heavy promotion of Winston Select with B1G1F. Continued 
support of all Winston via $4/5 off (coupon, sticker, and/or buy-down). Current 
heavy buy-down at $3/4 on Doral, Magna, and Sterling. 

Have assured private label accounts that they will be protected on price post-PRP; 
details uncertain as of yet. 

2. Merchandising/Fixtures - Nothing to report. 

3. Sales Force Activity - Sales meetings week of 8/9, reportedly to announce head- 
count reductions. 

4. New Products - Winston Select sales slow, even with B1G1F. Camel Special 
Lights also slow with B1G1F. 

5. Other - Nothing to report. 

B. Brown & Williamson 

1. Promotions - Little activity. Some buy-downs on Kool, Viceroy, and GPC. 

2. Merchand ising/Fixtures - Nothing to report 

3. Sales Force Activity - Nothing to report. 

4. New Products - Nothing to report 

5. Other - Nothing to report. 

C. American 

1. Promotions - Little activity. Buy-downs on Misty and Montclair. Heavy 
emphasis on Prime, Private Stock, and Summit. 

2. Merchandi sing/Fixtures - Nothing to report. 

3. Sales Force Activity - Nothing to report. 

4. New Products - Nothing to report. 

-5.- Other — N othing - to - r e porfc - 

D. Liggett & Mvers 

> 

Nothing to reports 

E. Lorillard 

Nothing to report. 
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Region 2 Monthly Highlights 
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IV. CUSTOMER DEVELOPMENT 
Nothing to report. 

V. SECTION/REGION EVENTS 
Nothing to report. 

VI. QRGANIZATIONAL/PERSONNEL 
Nothing to report. 

VII. MISCEL LANEOUS - Nothing to report. 
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REGION 3 MONTHLY HIGHLIGHTS 

JULY 1993 


VOLUME 

MONTH 

YTD 

_% CHANGE YTD 

Marlboro 

1210.9 

9.719 

-17.8 

Full Margin 

381.6 

3,138 

-31.7 

Basic 

430.9 

2,500 

100.0 

Famous Value Brands 

239.6 

2,159 

61.2 


IL PM USA BRANDS 

A. New Products 

B & H Special Kings - 

Marlboro 5 Pack - 

B. ELJJ_M.AR.GJN 

Marlboro Leadership I & II 

Section 31 - All Districts report that MLP results at retail remain strong bringing the 
industry focus back to Marlboro. The transition to phase II has been smooth. In the 
Springfield market area, supermarkets have exceeded their quotas by about 20% and 
convenience stores have done even better. In the Tulsa District, Marlboro sales have 
stabilized at plus 12%-15%, with POS at retail maintaining 98% compliance. 
Approximately 95% of the accounts within this District were maintained within budget 
guidelines. MLP enabled us to gain placement of POS materials in several chains that 

are normally reluctant to accept it or have specific policies against it. Examples of this are 
Phillips 66, Texaco, Circle K, and Git 'N Go 

Section 32 - This program continues to be a tremendous success. The pack, carton and 
van kits were excellent tools to use in gaining high visibility and price awareness in all 
participating outlets. 

In the Little Rock District, all accounts are being monitored to ensure over-budget 
situations. This is being confirmed through Wholesale invoices, and we are confident that 
no stock piling has occurred at Retail. We continue to monitor sales on this program, to 
see if adjustments need to be made in the amount of inventory ordered to the stores 
participating in this program. 

Section 33 - Reports from all Districts indicate that MLP II is meeting with equal, and in 
most cases, greater success than MLP I achieved. We are still maintaining excellent POS 
visibility and sales are continuing to outperform expectations in many accounts. In 
accounts, both wholesale and retail, where sales have been monitored, the increase in 
_ Marlboro sales is specifically coming from the discount brand category. _ 
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C. PRICE VALUE/BASIC 

Section 31 -The St. Louis District reports Philip Morris price value brands continue to lose 
distribution and sales to other discounted products. The reasons for this are our focus on 
Basic, unavailability of ongoing coupons, and the competition winning at retail with 
account specific buy-down programs. The question at retail is whether PM's new pricing 
strategy will address these issues and allow Cambridge, Alpine, Bristol to compete as 
branded products or will there be a round of price cuts or retail deals that will continue to 
place the focus on black and white cigarettes. The Tulsa District reports all coupons and 
VPR's have been picked up and appropriately disposed of. Thanks to proper utilization of 
our DBM's, much of our existing Price Value inventories were adequately couponed, 
leaving us in excellent position for current pricing actions. All accounts will be analyzed 
for proper positioning of both Basic and Cambridge as well as accuracy of reporting. 
DBM's will be utilized to accelerate our efforts in this area, freeing the SR's to focus on 
completing Basic distribution. 

Section 33 - Basic Full Flavor Menthol - Have had success in selling in this new brand 
extension to direct accounts that are currently selling Basic. Good response has been 
received from the inner-city areas in Kansas City where Full Flavor Menthol packings are 
very prominent in the discount brand category. 

Section 36 - The addition of the two full flavor menthol packings will greatly compliment 
this growing brand. Inner city and ethnic markets will now have full capacity to dominate 
the deep discount segment. Extension of the merchandising payments through the end of 
the year will help secure visibility, especially in non-Retail Masters accounts. 

DISCOUNT BRANDS 
Cambridge 

Section 31 - With Cambridge sales reflecting an 18% Y I’D increase many of our accounts 
have voiced a concern about the withdrawal of our support programs. Short term, our 
focus will be to insure stronger visibility via price callouts and new generation POS 
materials. 

Section 33 - Couponing has been discontinued for Cambridge due to the upcoming price 
reduction program. All coupons have been returned to the Kearney Distribution Center. 
The initial feedback on the price reduction of Cambridge and the elimination of coupons is 
very positive. This will obviously save our people time and retailers are also positive about 
not having to handle coupons. There is a feeling with some retailers, however, that if 
competitive black & whites do not go up, that coupons will be reintroduced. 

Section 35 - The importance of this brand should be encouraged now with the pricing 
change. The brand franchise has always been strong in the section and properly positioned 
and promoted, it has the potential to regain market share. Our priorities include the entire 
mix of PV brands through the allocated PV displays and P.O.S. 
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Section 35 - The Marlboro Leadership Program has been a complete success. All 
accounts are reporting added sales in Marlboro. A number of issues have come from this 
program that could be used as a learning experience. The account data base, as far as call 
book volume figures, are not updated as regularly as needed. This has caused numerous 
instances of over and under shipments of Marlboro, therefore over and under payments. 
The recent policy regarding "No Rex Checks for Payment" has generated several phone 
calls to the office from irate retailers. The accounts in many cases have extended 
themselves for up to 4 weeks worth of Marlboro sales which has totaled between $4,000 
and $10,000 dollars. This has created cash flow problems for many. In addition, because 
of the data used for calculating the actual budget (space dated 9/92) many accounts, 
particularly Retail Masters, accounts who have grown their volume, are having to wait for 
NYO approval. We have communicated to the sales force the importance of accurate space 
reporting, though we realize it is not perfect, using data that is 9 months old has 
compounded the problem. This administrative part of the sales representative job is very 
time consuming. This is due to invoices being sent by the accounts to bookkeepers. A 
better solution to this would be to gain more accurate data from wholesalers. Account 
Managers should immediately begin to contact wholesalers and supply relevant data to 
Sales Reps. 

Another problem was the overflow of calls from non-workload accounts, causing time 
consuming contacts for accounts that ordered ten and under cartons per week. This could 
be handled by classifying these accounts to the UM. When a program of this type runs, a 
letter describing the program could be mailed and a phone number supplied If they signed 
and returned an agreement, sent the UM a copy of their orders, an invoice could be 
generated for payment This would allow SRs to utilize their time more productively. 


Section 36 - Most accounts that participated in MLP1 were willing to continue in phase II 
of program. Several accounts, however, complained of not enough product allocated 
because their sales ranged up to 140% of normal weekly sales. Some accounts ordered 
over and above their allocated product and were looking for reimbursement. After testing 
us for reimbursement they started limiting their customers to two or three pack purchases to 
extend the program. All POS materials appear to remain as placed. Some stores where 
material had been removed part-timers are replacing. The initial reaction was that our 
program was complicated, however, after working MLP 1, we found this to be the best 
way to have complete control of the entire program. 

Mar/froro Ym Program 

Section 31 - he Marlboro Van program continues to generate excitement in the marketplace. 
In the Tulsa District, average Marlboro daily sales were equal to normal weekly volume. 
Positive examples of this are: Strike Axe Trading Post with an average of 35 cartons per 
day, sold 240 cartons with the van; S. Yale Trading Post with an average of 200 cartons 
per day, sold over 1500 cartons. Some van locations at Circle K and Phillips 66 stores 
have reported completely selling out of product before day's end. One problem cited 
within the Sl Louis District is that the van ran out of selected items. This is especially true 
in larger carton outlets where consumers are willing to purchase 3-5 cartons to receive the 
"biggest -' -gi - f t- available. -——--———--—- 

Section 36 - Marlboro Van and Gear Programs have both been an excellent tool to regain 
business. Consumers^-continue to save their miles for the gear that is being offered. 
Comments from both Retailers and consumers are all positive about the quality of items 
offered in the gear promotion. The van program has helped in building awareness and 
visibility. Unit sales are very good where the van is booked. We continue to get requests 
for the van to return to same locations because of the success of the program. UMs and 
SRs continue to work towards eliminating all the problems that centered around van 
scheduling that were happening during the initial start up of program. 
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IE. COMPETITIVE ACTIVITY 


A. R. J. REYNOLDS 

1. Promotions - 

•Camel Filters and Lights - B1G1F packs. Tulsa District reports 2 packs with brass 
lighter. St. Louis District reports $4.00 off coupon on Camel Lights, Camel Special Lights 
and Camel Wides. 

•Doral - Buying down this product at retail either $4.00/55.00.40 cents off packs with 
coupons. 

•Winston - $4.00 off invoice on specially marked product Winston Select B1G1F carton. 
Springfield District also reporting Winston Select B5G5F, Winston 3-pack $1.50 buy 
down. »Salem - $1.00 buy down 2 packs, and 3-pack/T-shirt reported by Springfield 
District. Salem sports bag with purchase reported by Tulsa District. Salem $3.00 off 
coupons reported by St Louis District 

•Vantage - Tulsa and Springfield Districts report buy carton get half carton free. 

•Monarch - $2.00 off carton (off invoice) reported by Tulsa District, $8.06 per canon in 
Kentucky. 

•St Louis District reports buying down Doral/Magna/Sterling $4.00 at retail. Also, RJR 
stated policy is that they will offer no retail program as part of the price reduction. 
However, they are covering National Supermarkets on Winston and Salem. T hin; was 
communicated to SAM Joe Pate by Terri Streibel, Category Manager, National 
Supermarkets. Also, as part of the price reduction program, they are currently stickering 
and couponing heavily at retail to pull the price of this product down. 

•Springfield District reports Doral/Magna/Sterling $4.00 coupon, and Citation $7.58 
carton in Kentucky. They also report that 

2. Merchandising/Fixtures - Section 32 reports SRs are placing new Winston, Camel, and 

Vantage ashtrays in high volume ashtrays in high volume accounts within the Jackson 
market In Memphis, they are placing new Camel neon signs in high volume convenience 
outlets. 

Section 33 - RJR continuing to shift merchandising and promotional emphasis from Best 
Value to Monarch. Monarch is regularly bought down to GPC level. In addition, select 
accounts have been offered trade compensation to bring retail price down to $8.00 
(requiring a 200 carton purchase). They are offering $2.50 off on each carton of Monarch 
for initial sell-in the Omaha District selling in 3-6 months of inventory. It has helped gain 
distribution and increasing sales on Monarch since the retailers are passing on some of this 
allowance. 

3. Sales Force Activity - Section 32 - Unconfirmed rumors are, that they will be removing 

coupons from retail. The sales force has been dividing their time between meeting the MLP 
program, both in price and POS, and in repositioning their Monarch brand. Bull Markets 
in Jackson, TN, said that RJR will begin buying down Camel next week. This was 
already planned prior to the Price Reduction announcement. Representatives and 

- Merchandiser s are using coupons, buy downs, etc., to meet - the Marlbo r o P r ice Reduction. 

P.O.S. is heavy trying to match piece for piece. 

4. New Products - Section 35 - Winston Select Lights introduced with unlimited supply of 
BIGIF product and heavy-display and P.O.S. activity. Sales to date are brisk. 

Section 36 - Winstop Select BIGIF and expansion of Winston Select brand family. 
Retailers report customers notice Marlboro POS before they notice Winston. Sales are 
fairly good due to pricing 100 below Marlboro. 
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5. Other - Section 33 reports retailers in Oklahoma City District have expressed extreme 
displeasure in the fact that RJR is not offering any type of program to help them recoup 
their losses due to the price reduction. Reps are contacting select key chain accounts and 
high volume independents offering to provide coupons for Camel, Winston and Salem 
through August 22nd in lieu of having another program to cover the cost differential for the 
retailer. Reports are that the retailers are not accepting this as a viable solution. 

Section 35 - RJR's announcement to retail that they will not be protecting the stores with a 
floor protection program has alienated many retailers and is proving to once again RJR has 
only their interest in mind and not that of the retail universe. We have instructed our team 
members to leverage this point in their calls to solidify our partnerships. 


B. BROWN & WILLIAMSON 

1. Promotions - 

•GPC - St. Louis District reports $1.65 buy down, $1.90 off invoiced 1.00 coupons on 
carton. Springfield District reports $.20 off pack/$2.00 off carton. Tulsa District reports 
$3.00 off invoice. 

•Kool - $3.00 off coupons and free T-shirt with 2 pack purchase reported by St. Louis 
District, $4.00 coupons reported by Springfield District, $5.00 off coupons reported by 
Tulsa District. 

•Viceroy - St. Louis District reports $3.00 buy down, $2.00 off coupons on carton. 
Springfield District reports $.30 off pack/$3.00 coupon on cartons. 

•Raleigh - $.20 off pack, $1.50 coupon on cartons reported by Springfield District. 
Raleigh Extra - $1.65 buy down, $1.50 off coupons on carton reported by St. Louis 
District 

•Savannah - $.50 off coupon with pack purchase reported by Tulsa District 

2. Merchandising/Fixtures - 

B&W has increased the use of their permanent counter displays for merchandising both 
Full Margin and Price Value brands such as Kool and GPC. This has resulted in some 
confusion regarding the placement of our own Full Margin and Price Value displays to 
satisfy Retail Masters requirements. 

3. Sales Force Activity - Section 32 - In Corinth, MS, SRs are already buying down GPC 
and Raleigh Extra in accounts to meet Monarch price. In Jackson, TN, a rep changed 
prices on GPC and Raleigh Extra to show the price without a Buy Down. One rep told the 
retailer that prices would be dropped on August 9th, and there would be no more 
buydowns. However, it was not indicated if the $2.00 and $3.00 coupons would be 
continued, and existing inventories would be taken care of, but details have not been 
communicated. 

4. New Products - Nothing new to report. 

—-S pringfi e ld District contin ue s to hear that B&W has frozen ~ all s hipmen t s to the - 
wholesale levels. As yet, they have not had their sales meeting and have not announced 
how they will be handling the price reduction. 


Source: https://www.industrydocuments.ucsf.edu/docs/njxl0000 


204527580? 



AMERICAM 

Promotions - From Section 36: 

Misty Slims 

2 pack promotion at reduced price 

Misty 

40 deal B1G1F w/o pay - slow sales 

Riviera 

2 pack promotion at reduced price 

Carlton Slims 

B1G1F-20 deal display, slow movement 

Couponing.and Discounting 

Carlton 

$5 coupon, 500 off pack plus bounceback 

Private Stock 

$3 & $4 coupons on carton fixture 
$3 carton coupon w/ $6 mail-in bounceback 
Not as competitive as Sub category was. 

Misty 

$1 coupon on cartons. 

300 off stickers 

Montclair 

$1 off two packs, $1.50 off three packs 
$3 & $4 carton coupons 

200 & 300 off stickers 

Riveria 

$1.50 off three packs 

$2, $3 & $4 carton coupons 

$15 cash back offer with 10 carton UPC's 

250 & 300 &350 pack stickers 

Malibu 

$1 off two packs coupons 
$2 & $3 carton coupons 

300 pack stickers 

PaH Mall 

$2 carton coupon w/ $7 coupon bounceback 

Lucky Strike 

$2 off carton coupon. 


2. Merchandising/Fixtures -Nothing new to report 


3. Sales Force Activity - Nothing new to report. 

4. New Products - Carlton Ultra Light King Size and 100's - Sold in to target Merit Ultima 

sales. In the market place for 30-40 days. No significant sales. Interest is coming from 
current Carlton smokers looking for a better tasting brand. 

5. Other - Nothing to report. 


D. LIGGETT.& MYERS 

1. Promotions - In Section 31: 

L&M - Springfield District reports B1G1F. $5.00 buydown reported St. Louis and 
Springfield Districts.$5.00 off coupon reported by Tulsa District 

•Lark - $5.00 off coupon reported by Tulsa District, $5.00 buydown reported by St. Louis 
District, B lpack get lighter and B1G1F carton reported by Springfield District. 
•Chesterfield - B1G1F reported by Springfield and St. Louis Districts, $5.00 off coupon 
reported by Tulsa District $5.00 buydown reported by St. Louis District. 

•Pyramid - $4.00 buy down reported by St. Louis District. 

•Eve - $5.00 buy down reported by St. Louis District, B3G2F packs and B1G1F cartons 
reported by Springfiefd Pistrict, $5.00 off coupon and B1G1F cartons reported by Tulsa 
District 

2. Merchandising/Fixtures - Nothing new to report. 

3. Sales Force Activity - No new activity. 
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4. New Products - Section 31 - Tulsa District reports Jasmine and Covington being sold 

into most wholesalers now. Eagle sold into Campbell Wholesale/Tulsa, as lowest price 
house brand. 

Section 33 - introducing a new deep discount/private label called Covington. It will be 
available in Full Flavor Kings, Full Flavor 100's, Light Kings Regular, Light 100's 
Regular, Menthol Light Kings, Menthol Light 100's and Ultra 100's Regular. Pricing will 
be at Basic's current price of approximately $8.25 per carton. King Oil has authorized 
forced shipment of 35 assorted cartons to all stores the week of 7/26. 

5. Other - Nothing to report. 


E LORILLARD 

1. Promotions 

Section 33 reports the main emphasis is on conversion of Old Gold from Full Margin to 
branded discount pricing. All POS activity, to include billboards, has featured Old Gold at 
new low price. Other Promotions Include: 

Section 32 : Newport - B1G1F, 6-pk cooler w/2 pk purchase; Free sunglasses w/pk 

purchase; $3 & $4 cm coupons 

Kent - $3 & $4 cm coupon 

Style - $3 cm coupon, 300 off pack. 

Section 36 : 

Harley D avidson B1G1F 

Buy 1 pack get a cap free 30 unit w/o pay 
Newport Buy 1 pack get a mug free 20 unit w/o pay 

Style B1G1F 20 unit w/o pay 

Newport Free Sunglasses with a 1 pack purchase. 

Free 6 Pack Cooler with a 2 pack purchase. 

BIG IF (The Newport Cooler and the Newport B1G1F are 
being merchandised on the same 2 tier temporary display). 

Couponing and Discounting 

Newport .50 off pack coupon 

Harley Davidson 500 & 750 pack coupons 

$4 carton coupons 
500 & 750 pack coupons 
$3 & $4 carton coupons 
300 & 500 pack coupons 
$3 carton coupons 

$3 carton coupons with bounceback for bounceback money 
and gifts if the customer joins the True special delivery club 
(form to join are on cartons of True) 

2. Merchandising/Fixtures - Nothing new to report. 

3. Sales Force Activity - Making regular, but slow, retail coverage placing incentive- 

_driven promotions.--- -- - -----.= 

4. New Products - Kent Slim Lights are currently being introduced in the market with only 
marginal distribution noted. This brand is not even getting the entire top shelf of their 
permanent display and sales have been negligible. All introductory product packs are 
couponed @ 750 off^ 

5. Other - Nothing new to report. 


Kent 

Style 

True 
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TV. CUSTOMER DEVELOPMENT 


SECTION 31 

Discount Smokeshops . St. Louis, MO - Gained distribution and placed displays on behalf of Basic in all 
stores. Also, this account has opened three new locations in Kansas City and signed a lease on a new 
location in St. Louis. Currently they are looking to expand in the Paducah, KY and Gary, IN areas. They 
want to be in towns bordering Illinois due to the recent increase in Illinois cigarette excise taxes. 

Mapco . Nashville, TN (50 stores) - currently conducting a retail buy down on Basic to match Markers 
$.99 price. Program is being funded out of Section 23. 

Circle K . Tulsa, OK - Tulsa District now responsible for all 110 Oklahoma stores; Basic distribution just 
completed 

SECTION 32 

E-Z Man . Texarkana, TX (348 stores) - Has accepted Basic for all 348 stores with an initial force 
shipment of regular product, (all packings), to be followed by 2 For 1 promotional product. This account 
has 100+ locations within the Little Rock District, and represents over 5% of the Basic distribution within 
that market. 

McCarty Holman . Jackson, MS (107 stores) - Has purchased the McLemore Chain of Louisiana, (7 
stores), effective July 1993. This Chain now owns and operates 107 supermarkets in six southeastern 
states. 

Savle Oil. Charleston, MS (21 stores) - This account has decided to go with Retail Masters exclusively, 
and eliminate the R.J.R. Preferred Presence Program. 

Fred's, Memphis, TN (135 stores) - Has accepted 8 packings of Basic, and has made automatic 
distribution of 15 cartons per store. Fred's also stocks Best Buy. 

Major Market . Starkville, MS (18 stores) - Has accepted all packings of Basic with an 18 carton force out 
to all stores. 

SECTION 35 

Town & Country -agreed to reduce prices effective August 15th. Prior to the price reduction on P.M. 
brands, the deep discount brands of R.J.R. and B & W have committed to the carton price reduction as 
follows. R.J.R. will buy down Best Value and Monarch by 750 per carton. B&W is buying down 
G.P.C. by $2.60. To meet the competition it has been approved for Basic to be reduced by 750 per 
canon. 

Kroger - agreed to reduce prices effective August 9th. Out of Stock Conditions - currently we are 
working on a program with Ken Buchanan to reduce O.O.S. conditions in select stores. Sales data has 
been provided for each stores -actual movement. This will assist in setting fixtures based on store sales. 
Currently O.O.S. repons can not be obtained on the chain, Becky Parks has contacted Richmond 
personneLto- obt a in these reports. The Computer Assisted Ordering t e st will-not begin until January 1994 
when the software will be available from Cincinnati. Modifications to the current value center are in 
development to update the look and functionality of our outdated value fixture. Effective July 1st, 19 
stores have been reduced to MPL 1 oraRetail Masters due to no front end display. 

Minvards - P RP. - Minyards has agreed to reduce prices effective August 9th. Ads were placed in the 
Dallas Morning News inserts to promote Marlboro Leadership. MLP13 was accepted. Retail Masters has 
been reduced to MPL 1 due to a refusal to place an additional front end display. 
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Tom Thumb - PRP. - Pending decision from corporate finance. 

Marlboro Leadership II was accepted. Stores are currently being converted from an end cap carton 
merchandiser to 12 or 16 feet of in-line fixturing in the video department to reduce a perceived pilferage 
problem. 

Mobil - PRP. refused nationally. All prices will be reduced as stores reduce inventories or competitive 
conditions dictate. MLP II was accepted and the Texas District will continue to co-fund. Promotional 
ordering procedures through PM Express continues to be a problem with all stores tied to the national level 
with Daryl Linbloom. We are working towards getting the stores pushed back down to District level to 
solve this problem. 

Fina - agreed to reduce prices effective August 9th. MLP II has been accepted. The District office is 
being relocated from Arlington to Corporate HQ. Although Basic is in distribution, it is not gaining share 
from GPC at this time. A test is being run to increase consumer awareness with banners, pump toppers, 
wall signage, larger Basic displays and dump bins to increase sales. Based on the July test results, this 
may be implemented in all 50 stores. 

Berrv Barnett - Texaco (138 stores) has pulled their business from Berry Barnett and awarded the 
contract to Eli Witt Co. of Fort Worth. Texaco represented 38% of Berry Barnett's business. The loss of 
Texaco solidified PM's decision to place Berry Barnett on EPP zero day dating payment procedure. The 
account has recendy bounced checks to the tune of $90,000. To date PM is still attempting to collect 
$16,000. Fina Serve (53 stores) service contract is currently under bid and Berry Barnett stands a good 
chance of losing the account. In both cases, service and severe cuts in the orders were stated as the 
reasons for the changes. 

Eckerds - Is not participating in PRP. Retail prices will be reduced when inventory levels are depleted 
or competitive market conditions dictate. A major reset project has just been completed with all retail 
stores cigarette departments. RJR and PM are each set half the stores. PM has been complimented by Eli 
Witt for the professional and timely execution of this 116 stores set by PM. The account is very concerned 
about cigarette theft. They have approached PM on designing and producing a security fixture for all of 
their stores nationally. To date, we have declined. 

Grocery Supply - Effective August 2nd, key personnel changes were announced at G.S.C. Malcolm 
Kirkland former President has resigned and replaced by former VP Mike Bain. Janice Price has been 
named VP and Former Buyer Pat Goggan has been appointed to the position of Buyer of Candy. Carole 
Wilks will replace Pat 

Brookshires - J ames Hardin has been appointed President of Brookshires with Charles Davis 
becoming Senior Vice President of Operations. Rick Ellis moves to V.P. of Purchasing. The decision last 
month to remove all self service cigarettes to non-self service lock-ups is now being implemented at store 
level. The positive change in the plan (because of Retail Masters) is the PM package fixtures and display 
will be the only self service packs available. SAM Nick Camfield is coordinating the set program with 
Brookshires. As a result of M.L.P., Brookshires Marlboro sales have increased 38% and an overall 
18.8% increase for PM. The buyer has noted that he is not able to distribute the remaining Winston 
■a llocation to stores due to few sales of the first force ou fc-—---— 

Winn Dixie - Fort Worth Division was only one of three divisions to participate in the M.L.P. Program. 
All allocation of 120% was used and sold through to consumers. Initial Retail Master negotiations are to 
begin on August 11, 1993. Winn Dixie sales of Marlboro have increased 18.1% during the first six 
months of 1993. Winn Dixie has agreed to participate in all T3 Promotions. Winn Dixie will participate in 
the PRP. Program and all stores will be on board by-August 11, 1993. 
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Albertsons - Agreed to participate in PRP. on a corporate basis in all stores in Texas and Louisiana 
starting August 9, 1993. Accepted all T3 Promotions through November 1993. 

Food N F uel Partners - PRP. has been accepted and will begin at retail on August 9th. The account 
has purchased over 500,000 cartons of Basic during the second quarter completely displacing G.P.C. 
which has averaged 300,000 cartons a quarter. This was directly contributed to the accounts decision to 
partner with PM under Retail Masters. Competitive offers of $3.00 off per carton were matched by PM as 
part of the DFW market initiative on Basic. Sales for the 145 stores are up an incremental 1.6 million 
cartons over 1992. Contest results are in for the "Win The Adventure of a Lifetime" trips. The chain was 
up 106% on Marlboro and the winning store was up 838%. The winning district was up 338%. 
Communications have been forwarded to NYO. contest department and to the winners. 

SECTION 36 

N.C.S./Houston, TX - 724 stores 

Stop N Go has agreed to the PRP and will be the market leader with the lowest price in all markets. Their 
reduction will be 560 from their current pricing. The weeks of August 9 and August 16, Philip Morris 
products will be the only company that will have the lower price. Stop N Go will use their 30 foot banners 
to communicate our price reduction to their consumers. Marlboro Vans have been assigned to their stores 
to take advantage of the competitive price advantage. 

Appletree - Houston (50 stores) 

Appletree is participating in the PRP. PM is currently working on Marlboro Leadership II, which is 
coming in much lower than projected. Our pack sales are 80% to 20% carton sales. 

Grocers Supply Company and Grocers Supply Inst. - Houston 

Grocers has hired additional sales staff to gain a larger customer base. They have gotten more aggressive 
in pricing and the use of DAD to SBO to build their customer satisfaction. 

Conoco South Region - Houston, TX 

Conoco is concentrating their future stores in the Hispanic Markets. They plan to develop their stores 
specifically to the Hispanic Market from advertising to product lines. 

Brookshire Brothers - Lufkin, TX 

Brookshire's has developed their Basic business to 44% of their B&W business by raising the price on all 
Black and Whites and putting Basic at a price advantage of 4 weeks. Basic went from 22% to 44% and is 
holding it's own. 

H.E.Butt Grocery Company, 159 Stores, San Antonio, TX 

Tim Brinkley, Category Manager, accompanied Debby Stephens and John Love to NYO to meet with 
Trade Marketing and Price Value in preparation for the Top to Top meeting set for August 10. The 
majority of the discussion centered around keeping PM Private Label competitive. Other issues discussed 
included opportunities for pack sales including a possible test for 5-Pack. Trey Clem is meeting Debby 
Stephens on 8/3 to tour stores and to devise plans for a 5-pack merchandiser at checkout. PRP inventory is 
scheduled for 8/6 at 5pm. 

McLane Southwest, Temple, TX 

Tony Owen .a ccompan i ed Debby Stephen s , John Love a nd Thoma s- K e nnard to McLane Southwest on 7 — 
29 to resolve issues surrounding the upcoming physical inventory. As Southwest is a 6 1/2 day operation, 
time frames would be extremely short After touring Southwest a meeting was held with Terry McElroy at 
McLane Corporate. McLane will require all houses to perform a physical inventory. Southwest's 
inventory will probably be held on Saturday night. Tony is verifying with PM corporate to allow McLane 
to perform the inventory with audits by PM for accuracy. Product shipped prior to inventory at the new 
price would be verified by McLane invoices and checked at retail for accuracy. 
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H.E.B. Pantry Stores, 63 Stores, San Antonio, TX 

PRP is currently pending and should be accepted 8/2. It is possible that PM will have a 2 week advantage 
in pricing as RJR and others have not offered any type of retail program. 

Diamond Shamrock, 765 Stores, San Antonio, TX 

Several new pieces of POS have been delivered to the San Antonio warehouse for approval by Diamond 
for installation. A meeting will be held the week of 8/2 with Diamond to view the pieces available. PRP 
should be accepted. Logistics in pricing due to the competition not having a retail program has delayed the 
signing of the participation agreement. Diamond is working with McLane in changing PM retail pricing on 
invoices for 2 weeks before the competition is changed. 

Maverick Mkts, Corpus Christi, TX, 105 stores 

Mark Jaggard , V.P. of Marketing has accepted the PRP agreement. His concern was that the bonus 
participation payment would not cover inventories. A meeting is scheduled for 8/3/93 to discuss this and 
other promotions. Mark agreed to establish his new low price at $1.99 per pack on full margin and $1.59 
on all other PV brands to include Basic. Prior to MLP, FM was priced at $2.49 per pack, PV at $1.99 per 
pack and Deep Discount at $1.49 per pack. PM encountered Retail Masters non-compliance situations in 
several locations, however, once notified the chain corrected the situations. 

Get-N-GO, Elsa, TX, 40 stores 

This account accepted PRP. They recently opened two new stores and bought four existing stores bringing 
the total to 40 stores from 34. 

Lone Star Ice and Food Stores, San Antonio, TX, 39 stores 

Presented Basic to Lone Star with a 50 cm. per store B1G1F offer, however, with their heavy depth of 
inventory on Premium Buy, they opted to wait until the latter part of August to introduce the brand with 
the B1G1F. Premium Buy is still their lowest priced deep discount brand @ $1.29. MLP has been very 
successful and they have made a verbal commitment to reduce their prices on all PM brands effective 
8/9/93 and participate in the price reduction bonus program. Retail Masters is coming along very well with 
our Marlboro display moved from the front off the register to the hot side off the register. Lone Star has 
authorized PM to be the exclusive supplier of Change Mats and Pump Toppers for all stores. 

Fleming Wholesale, San Antonio, TX 

Effective 8/2/93 all packings of basic will be included in their order guides with the exception of the Basic 
Menthol Packings. Basic Menthol will be available for retail delivery on 8/9/93. 

Kroger - Houston, 94 stores 

Marlboro MLP increased sales through the first 4 weeks just over 20%. Kroger says it was their first 
positive sales month in over a year for all cigarettes. All 15 San Antonio area stores will be sold to Mega 
Foods out of Mesa, AZ effective mid August. The Kroger warehouse in Houston will continue to supply 
these stores with some items, but which ones have yet to be determined. To date, Kroger has accepted 
PRP Bonus participation, but is skeptical because of the loss they will take overall by dropping the prices 
on August 9. 

Randall's, 48-stores-.- - -——-- 

Randall's completed Basic distribution in early July and SRs have completed adding the new packings to 
existing POGs. Randall's experienced their first corporate cutbacks on Friday, July 23, with the 
announcement that 3 Vice Presidentsjiad been released. One of the fired executives was Bill Harris, VP 
General Merchandise/Non Foods. Bill .was the cigarette buyer and Dorothy Jones' boss and made the 
ultimate decision io refuse Retail Masters last year. The other two men let go were the VP of IS and the 
Senior Grocery Buyer. 


I 
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Circle K Central States, 750 stores 

Basic distribution was made this month as well as a nationally sponsored Basic 2F1 that is being 
distributed the last week of July. With over 700 stores in Region 3, this should make a big impact on 
Basic distribution figures. SRs have been encouraged to double check call books and CRs for proper 
recording of the packings. MLP continues to be very successful and Circle K continues to promote it 
well. New window banners were produced for July and POS in store has remained highly visible. PRP 
Bonus participation will be a HQ decision in Phoenix. As of July 30, the decision was still pending. The 
Central Division is expecting and hoping for a favorable outcome and a retail reduction on the 9th. 

E-Z Serve Inc, 520 stores 

MLP boosted Marlboro sales in the first 4 weeks by over 50% of book volumes and 22% over actual 
volumes. This indicates that our estimate of a 20% sales lift was close to accurate, but some of our original 
volumes were not. This account is also pending on PRP bonus participation. They, like many others, are 
mad at our refusal to pay for all of their in-store inventories. Coupled with current announcements that the 
other cigarette companies will not be helping in any way to adjust at retail, they are concerned with the lost 
dollars from price dropping on 8/9. 

V. SECTION/REGION EVENTS- 


Memphis Blues Festival - Community Event Marketing/Benson & Hedges Brand will be a participate at 
this event on August 14th. Community Event Marketing under the direction of the New York Office, will 
handle the on-site consumer interaction program elements. 

SECTION 33 

Des Moin es Ruan Grand Prix - was a success even though it was cut short by one day due to the 
flooding in Des Moines. A significant number of key account personnel attended the event as our guests 
on Saturday. The appearance of the Marlboro Van Program Pickup and the promotions that were run met 
with much consumer excitement Also the presence of the Marlboro booth in the Vets Auditorium was an 
extreme success. The consumer was able to purchase product and instantly redeem coupons for 
incentives. 

SECTION 36 

Schulenburg Festival - The annual Schulenburg Festival was held July 30 & 31 and Philip Morris 
was the "hit" of the event. The special event trailer was used to work the large crowd from Friday night 
through Saturday night. The Marlboro Gear Van and the three 4x4 Marlboro pickups were also on the 
grounds to generate interest in the Adventure Team promotion and gain surveys for the mailing list. This 
was a very good event, and our second year to participate. 


VI. ORGANIZATION/ PERSONNEL - Nothing new to report. 


VII. MISCELLANEOUS 


Section 32 

P.M. personnel in metro Memphis, working in conjunction with the Tobacco Institute have helped to 
defeat the passage of a new smoking ordinance in Memphis. This ordinance would have banned smoking 
in restaurants and office buildings. , 
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REGION 4 MONTHLY HIGHLIGHTS 


IULY 1993 


■VOLUME 

VOL 

VOL 

% CHG 
vs. 

Brand 

MTD 

YTD 

LYTD 

Marlboro 

1,707.5 

11,687 

- 15.7 

Full Margin 

2,178.3 

15,548 

- 20.8 

Total Discount 

1,077.4 

9,037 

38.8 

Deep Discount 

843.3 

7,144 

73.1 


(Volumes as of 7/30/93) 


II. PM BRANDS. 

New Product 

B & H Special Kings 

41 Current Section distribution is 78%. 

The B&H Mega Program will increase our Full Margin business while continuing the 
assault on the competition. 

44 Current Section distribution is 87.9%. 

Mega Program delayed due to incentive shipments late in arriving. Cartons have been 
already shipped to retail in anticipation of program. 

B&H Special Kings should see some movement as a result of the B & H sequential 
program. Retailers are anxiously awaiting this type of program. 

45 No new news. Sales extremely slow, especially in rural areas. Unfortunately even B1G1F 
promotions are difficult to sell. When placed, there is no residual lift. Distribution is at 85% 
in the Green Bay District. Sales trend: Falling rapidly, free fall. Feedback: Retail not 
moving well, with very slow reorders. Wholesale inventories remain high in relation to 
sales. Most wholesalers have asked to send product back to align with retail draw. 
Consumer shows lack of interest and existence of product. Needs: Inner city continuity 

_ program of 10Q displays/mo. for four m ont h s.--- 

Execution of B lGctnF has shipped to wholesale and retail (incentives have not yet arrived). 
The brand's credibility tp execute as promised is down the drain with all levels of the trade, 
including our sales fQrce,. To salvage, we need the incentives NOW! Issues: Excess 
inventory, failure to develop a menthol urban game plan, and the belief on the street that the 
brand is a failure. 
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Price Reduction Program 

41 Program well timed to take advantage of competition. Large customers are being approached 
to buy huge quantities of $4 off Winston and were asked to sell them at only $4 off from 
current list They refused so RJR has a lot of $4 off product manufactured. 

Wholesale accounts seem to be having trouble controlling retail returns from the customers 
and have had to refuse returns NLT 7/30/93 to meet our shipment guidelines. 

K-Mart /Columbus District - Informed J.F. Walker that they will not accept any PM product 
orders for the next 2 weeks. B.P. Oil is also watching PM orders which will temporarily 
cause a decline in J.F. Walker's sales. 

Meijer/Columbus District - Informed UM Enice Harris that unless they receive their entire 
Participation Bonus up front, they will not participate in the PRP and will address the 
consumers by hanging their own signage stating that PM is not compensating them properly. 

42 Reps responded enthusiastically to our pricing strategy and left Section meeting with a good 
understanding of the program elements. We established a retail strategy in preparation of the 
August 9th kick-off and determined priorities. We have received 95% acceptance of the 
Wholesale Price Reduction Program. 95% direct vendors will not be participating in the PR 
Program. POS requirements are too difficult. The average premium price differential at 
wholesale will be a reduction of $3.51 for Kings and $3.80 for 100s, making a new 
wholesale cost of $ 13.04/carton and a Price Value differential of $3.44 for King and $3.68 
for 100s making a new wholesale cost of $9.31/carton. The only problem to date is that 
some direct accounts tell us they do not have a way to flag the PM price reduction on their 
customer invoices. They are, however, working to find a solution. We have established our 
schedule for inventory counts at distributors and this has been submitted to Section for copy 
on file server. Overall, retailers are responding very favorably to PRP. They like the 
reduction in their inventory holding costs and feel that the program will stimulate sales as 
expected. Distributors are concerned about reduced profits generated from terms. 

44 All direct account and sub-jobbers have been contacted and time frames are scheduled for 
August 6, 1993 recount. Retail response is positive on PM's Full Margin and Price Value 
pricing action. 

45 Retail reaction is positive, however, we are beginning to see some resistance to the 
Participation Bonus Program. Total Petroleum, Food ’N Fuel and SA will not lower prices 
on the 9th. This is due in large part because there is no retail program offers from the other 
companies and the belief that the bonus will not cover their inventory. In cases where 
accounts are refusing to participate, we are suggesting that they extend the price reduction on 
Marlboro using the $3.93/$3.65 from other packings to fund the extension. We're confident 
Marlboro's price will stay down. In Wisconsin, most feedback is positive due to increase in 
account sales. Executional details on our part have been questioned by many accounts 

- (payment).-Needs: Increased menthol support and - more carton displays would hav e- h e lp edr 

in this market. Execution Plan: Continuous coverage and total documentation of payments. 


* 
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Marlboro 


Marlboro Leadership Program 

41 Marlboro volume for budgeted participation was not accurate. Marlboro share of Full Margin 
volume was much higher than budgeted amounts in some accounts. A great deal of time is 
being spent on administration of this program. 

The new mass promotion invoicing function in MIDAS is working very well. It allows UMs 
to invoice multiple accounts in one screen. Kelly personnel have been a tremendous help in 
auditing and assisting with placing POS. 

42 Reports from the field indicate MLP is an overwhelming success and continues to build 
Marlboro sales, volume and share. Retail visibility has remained excellent during this period 
and we have found that most accounts continue to be enthusiastic towards our $4.00 price 
reduction. 

Much of the business is coming from the Deep Discount segment, along with competitive 
Full Margin products. The program continues to be difficult to manage from an 
administrative standpoint as previously discussed. Many retailers are upset with the amount 
of documentation that is required for the program. While they view the increase in sales very 
positively, they are concerned about the amount of time that is spent to run the program. 
Adding to the fire is the fact that competitors are good at reminding retailers about how much 
work MLP requires. The switch to invoicing of retail accounts versus paying by flex check 
should further decrease required time for administration of the program and allow our sales 
reps additional time to audit the performance of the accounts to insure that we are receiving 
the maximum payout from the program. 

An analysis of the MLP Overbuy Report indicates an overstatement of payments in excess of 
budget for the following reason: Any account paid in excess of 120% was listed. However, 
any account that co-funded was paid 125% or 130% per program guidelines and all these 
accounts showed up on the list The list provided covers the first 4 weeks of the program or 
MLP I. Beginning with week 5, MLP II started and we were given a new reporting code. It 
was identified that initially the system would not accept the MLP II code, necessitating 
payments be entered using the MLP I code. Also, some people didn't realize that there was a 
new code. Consequently, what the report showed as a 4 week payment was actually h 6 or 8 
week payment. Lastly, we found accounts listed showing payments that were not on the 
program and that have never been paid. 

44 MLP success story continues. Consumers are making multiple pack purchases. In addition, 
traditional pack customers are attracted by pricing and therefore are purchasing cartons. POS 
has remained visible and current, reflecting the tax increase. Marlboro’s increased sales have 
caused a decline in competitive Full Margin and Deep Discount categories. 

- Due to exis fiag- problems of ML P-L-p aymen t b y fl ex chcck s-for-MLPLHras-beem s us pe n ded: - 

45. Fiduciary controls in place. Retailers are expressing concern over the time delay for 
reimbursement. Paying only to 120%/130% co-fund and submitting documentation to NYO 
for accounts over theselevels. Minn-eapolis/St Paul supermarket share on Marlboro jumped 
7.38 points - double the national rate. 
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Marlboro Van Program 


41 Numerous calls reported by consumers and retailers relating to drivers tardiness, leaving 
early, and being rude to customers. 

42 The overall opinion of the Marlboro Van Program is that when the van is there, it increases sal 
overall. However, the administration of this program from PowerForce has not been good. We ha 
been experiencing a constant rate of 10% no shows/late starts. This has caused custoir 
dissatisfaction and a hesitancy on the part of PM sales reps to book in the Van Program. 

44. The Marlboro Van Program continues to have an impact at retail throughout the Section. Ret, 
accounts are now requesting the Marlboro Van in conjunction with own store promotions and lot 
area events. 

45 In Minnesota, tremendous response from both retailers and consumers. It has been an excellent tc 
to reinforce PM as a 1st tier supplier. It also gives us a chance to leverage this program to reinfoi 
Retail Masters (compliance, competitive advantage, etc.). DM Rodger Rolland has receiv 
numerous reports of accounts selling a week’s supply of inventory during a one day promo. T1 
program has also successfully revitalized 5-Pack sales (temporarily) in these accounts. While t 
program has been successful overall in Wisconsin, 3 of 5 of our vans were out of the field ffc 
06/26/93 - 07/27/93 due to severe vandalism. All parties have been arrested. PowerForce h 
correctly chosen a secured location and we are back to speed in program execution. 


Marlboro Adventure Team 

41 New catalogues are being received well. Longevity of banners and other outdoor materials 
are good. 

44 MAT POS continues to support the excitement at retail. Consumer awareness of the program 
details has generated anticipation of MAT III catalogs. 

45 The force-shipment of POS was timely and we are starting to see additional exposure. 
Consumer reports are excellent. Coverage of all accounts with POS and catalogs have been 
average to date. All personnel, full and PT, RMs and managers have materials on their 
person to gain flawless execution. Needs: More of the same. The last allocations were 
correct. Execution Plan: Using PT people to keep visibility strong. The goal is exposure in 
all accounts with a minimum of two pieces. 


Marlboro 5 Pack 

41 Current Section distribution is 54%. Substantial inventories exist in the direct accounts. 

Movement is slow and wholesalers are concerned about product freshness, particularly if we 
- have no plans t o implement movem e nt - to - r e tail - . - 

44 Current Section distribution is 39.4%. 

Marlboro 5-Pack is being promoted through flex fund and the Marlboro Gear Van. In the 
Suburban area, more 5 packs are being purchased, however, in the urban area people are still 
purchasing only 1-2 packs at a time: ' The Marlboro 5-Pack is still being perceived as a 
promotional item. 
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15 In Minneapolis District, the additional 4x4’s and 6x6's are definitely needed as the 5-Pack 
venue is struggling. We will re-introduce the 5-Pack after 8/09/93. In Wisconsin, 
supermarket sales remain decent in the market due to the strong distribution in this trade. Our 
people have been instructed to remove the packing from carton fixtures to pack fixtures as 
efforts to date have led to a trade down consumer appeal. SRs have been informed of 
available temporary pieces from Region. 


Virginia Slims 

41 The Virginia Slims Sequential Program has been received with a great deal of enthusiasm at 
the retail level. Retailers have expressed interest in continuing this type of program. 


Other Ne w Products 
Canadian Players and Rothmans 

12 During the past week, Allen Graham worked with Unit Managers Todd Jones, Barbara 
Rueter and Susan Reich, conducting a market check in Port Huron in support of our 
Canadian brands. We visited 18 retail stores and found good distribution on Canadian 
Players, as well as Rothmans. Displays and POS were sent to retail outlets through PM 
Express. POS was placed, however, displays were on back shelves and not well 
maintained. Permanent POS, such as counter balance and wall pole signs, are still not 
available. Orders were placed and are currently on back-order. 

During this market check they visited one duty-free shop and found that most of the market's 
Canadian business volume is going through this type of outlet. We also found that a brand 
called Canadian Express is price promoted at $ 1.79/pack and $14.32/carton, compared to 
$3.11/pack and $24.88/carton for Canadian Players and Rothmans. Also, Canadian Express 
is paying stores $200/ quarter for displays and a large exterior pole sign. 


Erice Value 

AIoine/Cambridge/Bucks 

15 In Wisconsin - Needs: Ongoing PV brand plan to evaluate the spending emphasis, SR role 
and necessity of brands (Bucks, Bristol). Execution Plan: Lower the price, make it visible, 
create an advantage with display, signage and leverage Alpine's 1 share to attack the menthol 
market. 


Deep Discount 


Hasic 

41 Current Distribution to date is 72%. 

Retailers are happy abput closing the pricing gap between the high end and the low end. 
Only two price tiers is crucial for us"to reinforce with retailers. Our Meets Competition 
should allow us to respond quickly to any company trying to buy-down in individual 
locations. To date, we have responded to numerous requests to meet comp on an account by 
account basis. 
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The introduction of Basic Menthol has been going well. Major wholesalers have accepted the 
packing and trade class response has been very good. SRs are aggressively attacking the 
distribution objectives and meeting with moderate success. 

42 Our sales force has begun the detail work in support of Basic FF Menthol. The introduction 
of Basic FF Menthol in the Detroit Districts has been well received at retail. The Detroit area 
is now in its 4th week. As a result of the early introduction, we have sold 7,140,000 units to 
date. 

We continue to work the Basic B2G1F effectively in most retail outlets that are highly 
developed in Monarch and Best Value sales. We previously reported that the distributor reps 
did a good job in gaining distribution by using the $.25/carton payment. However, we are 
now finding that many retailers picked up this product through cash and carry houses such as 
United and price clubs such as Pace. Many full service distributors currently have 60% to 
80% of the initial inventory shipped. We are stepping up our activities with these distributors 
in order to induce additional distribution and sales of the two new packings. Basic FF 
Menthol packings should further aid our leadership position in this category. 

41 Current Section distribution is 40.3%. 

Sell-in on Basic Full Flavor Menthol is completed in Section 44. All distributors have 
accepted the new packing extension. Basic Full Flavor Menthol has been accepted by Tri 
Star Oil (38 stores), Harper Oil (22 stores), and Kelly Williamson (30 stores). Previously, 
these chain accounts carried competitive Deep Discount exclusively. 

15 Albeit behind target goals- Basic distribution is rapidly growing at approximately 5% per 
week. Current distribution = 55% in Minneapolis District. In Milwaukee, distribution is 
now at 41%.. Feedback: Most retailers in this market follow chain HQ or wholesale 
recommendation, sales force has finally made plans clear to the trade, dist. finally growing. 
Needs: Effort at retail. Issues: Chambers & Owens appears ready to shift from PM (Genco) 
to ATC Private Stock as the account feels ATC is priced better and they cannot compete with 
Basic. Green Bay distribution is 72%, with progress being made toward full distribution in 
the market. Distribution progress on Basic is being tracked weekly. 


III. COMPETITIVE ACTIVITY 

American 

41 Will take inventory at retail and pay the difference of old to new price. All vacations canceled 
for three weeks. 

Slim Price - This-brand has been presented to the District's largest wholesaler and a decision 
on it is pending. Reports from the field indicate that it will be ultra cheap and American will 

- provi de rebat es. tha t will allow it to always be the cheapest in the store. Onc e the rebat e s are - 

subtracted, the retailer ends up with a net cost of $8.80 and $9.05 respectively. This pricing 
structure has allowed retailers to earn the same gross margin dollars on this brand as they do 
on Marlboro with rebates off invoice. 

Summit - Sales on this packing are very slow. Retailers are saying that they will no longer 
carry the brand once it sells out 
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42 Activities within the Grand Rapids District are still focused on the low end of the business. 
With Amercian's recent success of selling Summit to L&L/Jiroch, all major wholesalers in 
the Districts now have an American Black & White product While these brands have decent 
retail distribution, their sales and movement are marginal at best. In Saginaw, American has 
gained a 5% share increase with their coupon activities. 

American sales reps are still devoting the majority of their time couponing price value 
products. In the Grand Rapids District, they are placing $.30 and $3.00 coupons on packs 
and cartons of Montclair, Misty, and Riveria, whereas in the Detroit area, they are placing 
$4.00 and $5.00 coupons on Montclair. This is having a definite impact on our Cambridge, 
Alpine and Basic business within most of the area sales are off 5%. Since we have reduced 
our Cambridge coupon level to $4.00, Montclair is beating us at the price point. 

44 Unsubstantiated report that American Tobacco has cancelled all vacations until the Price 
Reduction Program is implemented. 

Misty - Offering $3.00 off a carton at select accounts. There is a slight impact on Virginia 
Slims sales. 

Prime and Private Stock - Discounting with $2.00 off coupons in select accounts in 
Northwest Indiana. They are up to $1.20 lower than Basic. 

45 Montclair at $5.00/carton and placing BIG IF with a temporary lift resulting from this 
initiative. There is a meeting scheduled 8/02/93 to discuss reaction to our PRP. Deep 
Discount showing growth at retail in distribution and sales as the trade continues to feature 
price only. 


Brown & Williamson 

41 GPC has ceased buying down in some locations in the Cleveland District If they discontinue 

across the board, we will not need to buy Basic down. 

Currently no program for price reduction at retail. 

Kool - Reports from field indicate that the product has not moved well and sells less than 
50% after 1 week placement. 

42 B & W continues to focus its promotional activity on Capri, Kools and Viceroy. Featuring 
$2.00 off per carton on Capri, $3.00 off coupons on Kool, as well as $3.00 per carton 
coupons on Viceroy. We are rinding that B & W sales reps are buying down Viceroy in 
major accounts to a $10.23 price. Coupons are not used in this type of account but are able 
to capture new consumers with this price point. B & W activities in the Grand Rapids 
District have for the most part centered on trying to revive GPC sales in selected areas. 

-Du rin g t he last - .month B & W sent 4 supervisors into Muskegon. Theirm r i s si o n - wa s-to-finiF 

out what needed to be done to get some of the GPC business back. They visited the major 
chains and independents in the market and were told that the only way to get the business 
back was to sell it cheaper. To date, they have responded to the retailer's answers and have 
reduced the price of GPC in the market through a combination of buy downs and coupons. 
The average price after the GPC coupon is $8.59-$8.99/carton which is $1.00 less than 
Basic per carton at $9. 4 59-$9.99/carton-. To date, these activities have had no appreciable 
affect on Basic's sales. We will continue to monitor these activities closely to determine if 
there is a need to meet competition. 
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44 Raleigh Extra - Being bought down in select accounts to compete with Basic. 

GPC - Utilizing on-carton coupons at $2.00 to compete with Basic in Mega accounts. 

Kool - They are offering $3.00 and $4.00 off coupons in high volume accounts to compete 
with MLP, especially the increase in Marlboro Menthol sales. However, this has had no 
affect on Marlboro sales. 

They are also offering a Buy 2 Packs Get a Free T-Shirt. 


Liggett & Mvers 

41 J.F. Walker and Gummer report that Liggett is currently presenting Cumberland, which will 
be a third tier market entry - 11 packings. Walker sees no advantage to carrying it, as it 
would hinder their ability to reach 37% PM requirement for Wholesale Masters. 

44 Pyramid - being offered at $3.00 off a carton. This is having no affect on PM Brands. 

L & M - continues to discount all brands, however, this has had no affect on PM Brands. 


Lorillard 

42 Featuring $0.30 off on Style and $3.00 carton coupons. This is having little impact on our 
business within the market. They are also featuring $2.00 carton coupons on Kent, as well 
as $3.00 and $4.00 carton coupons on Newports. Very limited quantities of Newport $3.00 
coupons are being seen at retail. These coupons are only being seen in select retail accounts 
and are not being found in the general market. Newport continues to capture business within 
the market, which we are currently combating with our new Basic FF Menthol, as well as 
featuring Marlboro Menthol, in permanent counter displays. Old Gold at $0.50 off per pack 
is found scattered throughout the Grand Rapids District. Product is not moving at all. 

45 Newport has used a sequential value added strategy to mute all competitive pricing actions to 
date, offering 2-3 pack deals each month in addition to constant $4 off carton coupons. 


R..T. Reynolds 

41 No retail price reduction program. RJR's previous plans to reduce Monarch to Prime and 
Private Stock levels have been rescinded due to PRP. No formal offering of the Monarch 
program has taken place, but RJR informally notified wholesalers to expect the reduction in 
Aug./Sept. Now canceled. 

- N e w - Winst6n . Select is to be promoted - 2f - l - through year end All - old Sele ct pack ing s - now 

being bought down at $10/carton/l.00 per pack. 

Monarch being bought down $1.50 at both wholesale and retail - some off invoice and some 
at retail. 
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42 The off-label response on Winston product from RJR to the MLP continues at retail. 
Visibility and price call-out on this promotional product has improved during the last month. 
However, the sales on this promotional products is very minimal. They continue to work the 
Winston $4.00 price reduction. Most retailers are reporting that our Marlboro promotion is 
outselling Winston 8 to 1. 

They have recently announced mass quantities of Winston Select B1G1F offered to 
wholesale. Most wholesalers have responded favorably to this type of promotion, and are 
requesting the same type of activity from us. We are combating this program by further 
educating the wholesalers on the value, or the de-value, of BIG IF in mass quantities. We 
are also educating retailers that while B1G1F could be favorable, they are also a detriment to 
their business when dealing with mass quantities for a long period of time. We will continue 
our efforts in making retail and wholesale presentations to curtail some of this activity. 

Significant quantities of Camel $5.00 off carton and $.50 off pack coupons are starting to 
appear at retail. They are placing this couponed product on their counter displays and in self- 
service carton fixtures. Whether or not this couponed product has had a positive sales impact 
on the brand is not known. 

In the Detroit area, Doral continues to feature $4.00 off carton coupons, reducing their price 
to $9.23/carton, which in most cases is below Basic at $9.48/carton. The Grand Rapids 
District is seeing Doral $6.00 coupons throughout the area in the higher volume carton 
outlets. In addition, they are also buying down Doral in many retail accounts to Basic's 
price. It is becoming more and more apparent that they view Doral in this area as their brand 
of choice in trying to stop Basic. 

44 Eagle Food Stores are participating in a carton promotion where consumers receive a large 
racing mug. This is not affecting Marlboro sales. 

Winston Select - Continues its Buy One Get One Free introductory offer. In addition, 
Winston Select is offering a Buy 5 Packs Get 5 Packs Free to compete with MLP. 

They are also offering a 3 pack purchase and get $1.00 off at checkout. The program is 
called Great Savings from Smooth Winston Select. This is available at Kroger Food Stores 
in the Peoria Market. 

Camel - Offering a 4 pack T-shirt promotion. 

Salem - offering a Buy 3 Packs Receive Free Shorts. 

15 At Mpls metro Native American outlets, RJR has reduced the price of Best Value to 
$8.00/ctn. This is being done to reduce all Best Value inventory so that Monarch can be 
brought in (reaction to Basic). New Camel catalogs (volume IV) are currently being placed- 
90% penetration. Winston Select Buy 5 Get 5 Packs is present in approximately 70% of 

- metro - accou n t s.- S a. le s. impact - has - be&n - negligible-. In - Milwaukee, RJR bought down Camel - 

to Marlboro price after Woodman's chain ran its first feature ad. Marlboro sales remain up 
16% chain wide. 
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